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Inflation, slowing global growth to weigh on India’s
IIP; recovery in domestic demand to be positive
trigger

As global growth weakens amid uncertainty due to high inflation and volatile
commodity prices, the recovery in domestic demand will remain the key driver of

industrial output going forward
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India's IIP growth slowed further in July to 2.4%, lowest in four months, as the favourable base effect has waned

India’s IIP growth slowed further in July to 2.4%, lowest in four months, as the
favourable base effect has waned. The low Index of Industrial Production (IIP)
data came as double whammy for the economy as retail inflation in the month
of August reversed downtrend to rise to 7% again. “Low |IP could be a function
of the base effect. The contraction of the non-durable goods index indicates
that rural households are under stress and demand is getting impacted,” said
Rumki Majumdar, Economist, Deloitte India. As global growth weakens amid
uncertainty due to high inflation and volatile commodity prices, the recovery in
domestic demand will remain the key driver of industrial output going forward,

according to economists.

Also Read: FM Sitharaman’s 4-wheel car to drive India’s economic growth:

Skills, jobs for youth important; check other 3

https://www.financialexpress.com/economy/inflation-slowing-global-growth-to-weigh-on-indias-iip-recovery-in-domestic-demand-to-be-positive-tri... 2/12


https://www.financialexpress.com/economy/fm-sitharamans-4-wheel-car-to-drive-indias-economic-growth-skills-jobs-for-youth-important-check-other-3/2664894/

9/14/22, 10:52 AM Inflation, slowing global growth to weigh on India’s IIP; recovery in domestic demand to be positive trigger | The Financial E...

®€iPhone14
: Pre-book Now:

A

5000 Cashback on
-
[ HDFC BANK | | r\rc pank Cards and EasyEMI*

n D

Slowing global growth to weigh on IIP

ALSO READ
Inflation may cool Exporters
off in next 2 shouldn’t rely on
quarters, another Rupee fall to be
50 bps RBI rep... competitive:...

https://www.financialexpress.com/economy/inflation-slowing-global-growth-to-weigh-on-indias-iip-recovery-in-domestic-demand-to-be-positive-tri....

Indian Economy:
Slow and Steady
is a Winner all the
way!

Powered By VDO.AI

Inflation rises to 7
per cent in

August; RBI may
hike interest rat...

3/12


https://googleads.g.doubleclick.net/pcs/click?xai=AKAOjsskL9AEqOVEnObHdsvBeQGKrGSU45SKJgVxZtW7AUAMJ9vqxTb6_pETuk56CmApjHuUAh9z5qR2uYMjDQchXahWTKaEN7RYTKLezSDK4ywc69lkOumnaKYbXHWs_1wn3IbG_lchq87NZHeMiDogKkRjIRp8Ee2Xp3f9MhqiaibjNOITTbBEnIxVrj9Ui2WM37cPD3n88dRdTF6Ovfh_oRwnEGi97JiL_wzFsE-yRuZABs7kgfyZ3F_6qkKfIe_E7_AzDWUauFvfnJYjo0zpfH2KxqX7LFbNcKk3MMv2NmRf1Yw2kwa1W0w35EBOwW-Cqt8rMjBKucAUOWwMzSF1HPuy4btsopiyiZujp8G5wVnXC1Z2jDw7Nu71TbDFuLHaXCOYjA&sai=AMfl-YQLNE7nETXrWpIcJYjzE64aR5_AtYmsbDdx-E4B6dhhFP1fw6SKOv1VLIFrJeAPfBnCVDJsd6l3te0Zr4m4v0_OBqXsfchVaSnCbCQw72C1qepffQwdlDGK_7m4Vg&sig=Cg0ArKJSzHaroGn-6EnN&fbs_aeid=[gw_fbsaeid]&adurl=https://bs.serving-sys.com/Serving/adServer.bs%3Fcn%3Dtrd%26pli%3D1078383394%26gdpr%3D%26gdpr_consent%3D%26adid%3D1088266906%26ord%3D%5Btimestamp%5D
https://www.financialexpress.com/economy/
https://www.financialexpress.com/economy/inflation-may-cool-off-in-next-2-quarters-another-50-bps-rbi-repo-rate-hike-likely-in-september/2664756/?utm_source=fe&utm_medium=article1&utm_campaign=relatedstories
https://www.financialexpress.com/economy/exporters-shouldnt-rely-on-re-fall-to-be-competitive-piyush-goyal/2664382/?utm_source=fe&utm_medium=article2&utm_campaign=relatedstories
https://www.financialexpress.com/economy/indian-economy-slow-and-steady-is-a-winner-all-the-way/2661040/?utm_source=fe&utm_medium=article3&utm_campaign=relatedstories
https://www.financialexpress.com/economy/inflation-rises-to-7-per-cent-in-august-remains-above-rbis-comfort-level-for-8th-monthnbsp/2664317/?utm_source=fe&utm_medium=article4&utm_campaign=relatedstories
https://vdo.ai/contact?utm_medium=video&utm_term=financialexpress.com&utm_source=vdoai_logo

9/14/22, 10:52 AM Inflation, slowing global growth to weigh on India’s IIP; recovery in domestic demand to be positive trigger | The Financial E...

https://www.financialexpress.com/economy/inflation-slowing-global-growth-to-weigh-on-indias-iip-recovery-in-domestic-demand-to-be-positive-tri....

According to analysts at Edelweiss Securities, |IPs weak level in July is in tune
with the softness seen in other high-frequency real indicators such as railway
freight (ex-coal), port traffic and electricity consumption. “Although the uptick
in capital goods is encouraging and services’ unlocking could perk up demand
in some lower-income segments, a slowing global economy would weigh on
India’s exports—the key driver of recovery,” they said. Forward-looking
indicators of the global economy such as global money supply, PMI new orders,
US yield curve, US home sales, credit spreads, all point towards a further
slowdown in the global economy, they added. The RBI too is raising rates and
tightening liquidity, implying downside risks to the domestic economy. Thus,

industrial activity is expected to continue being weak.

Strong recovery in domestic demand to be key support for industrial

output

While base effects played a major role, industrial production also contracted on
a sequential basis in July. As global growth weakens, the recovery in domestic
demand will remain the key driver of industrial output, said Rahul Bajoria, MD &
Chief India Economist, Barclays. “While supply disruptions are slowly easing,
the weakening global growth outlook could weigh on India’s export orders,
impacting industrial output over the coming months. Instead, a strong
recovery in domestic demand will remain a key source of support for India’s
industrial output in the coming months,” Bajoria said. July industrial production
provides early evidence of weakening manufacturing momentum. However,
Barclays believes that MPC will remain focused on controlling inflation, which

remains elevated.

Also Read: What's crippling share market? SEBI boss calls out markets’
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Inflation, volatile commodity prices, global growth slowdown to be major

challenges for industrial activity momentum

According to Care Ratings, though the IIP showed improvement over the pre-

pandemic period, the improvement is yet to be broad-based. The weakness in
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the manufacturing and consumer goods segment appears concerning. “Going
ahead, the consumption impulses in the economy could improve with the
commencement of festive season. However, elevated domestic inflation,
volatility in commodity prices and global growth slowdown could be the major

challenges for the momentum in industrial activity,” it said.

MORE STORIES ON 1P IIP Growth Industrial production inflation

Subscribe to FE Daily Newsletter for latest updates on markets, business,
money, infra & more, right in your mailbox

Enter Your Email

Get live Share Market updates and latest India News and business news on Financial
Express. Download Financial Express App for latest business news.

Follow us on

Indians aged 50 to 80 can get this financial benefit this month.
Indians can take advantage of this financial benefit before it expires. But, you have to ask.

Surveys Hunter | Sponsored

ADVERTISEMENT

https://www.financialexpress.com/economy/inflation-slowing-global-growth-to-weigh-on-indias-iip-recovery-in-domestic-demand-to-be-positive-tri...  5/12


https://www.financialexpress.com/about/iip/
https://www.financialexpress.com/about/iip-growth/
https://www.financialexpress.com/about/industrial-production/
https://www.financialexpress.com/about/inflation/
https://www.financialexpress.com/market/
https://www.financialexpress.com/india-news/
https://www.financialexpress.com/
https://www.financialexpress.com/apps/
https://www.facebook.com/thefinancialexpress?utm_source=FE&utm_medium=market&utm_campaign=ss_articlefooter
https://twitter.com/FinancialXpress?utm_source=FE&utm_medium=market&utm_campaign=ss_articlefooter
https://www.instagram.com/financialexpressonline/?utm_source=FE&utm_medium=market&utm_campaign=ss_articlefooter
https://t.me/TheFinancialExpressOnline?utm_source=FE&utm_medium=market&utm_campaign=ss_articlefooter
https://googleads.g.doubleclick.net/pcs/click?xai=AKAOjsvuFrhcOZIgCJbmT85Tg8vPUGgGu-kRwUwsEnSIfO47sVf_F3cdzX--fK9JIopsAPgebNeTjyExOhSnHiEW5xdS-i5dtGyGWIoyI_0UUrQy9AfTTnsF7DrCDwKb_NZRQ17o_oF-NnwLaAoLlrYh6qGo-BsL5NnSEWXlCwY6k2Dhr1aWVEFWIdgtO7fkSQ-UfwOuZsZYxQ4ovRz2fFmUK5awfryVfXBeFxCCqQEza3-7BV14Zy7fvxfhN9e8YMKKudBIDnAhOuI6QjbcaVTJHmLQaU6JDdVxuh1vn8KF0_IwmqKLOk2ZY3uBWgnZAjL_QJ6W3qnZfFUKWyOMDJlCgKOcnXsJqo8fq36TevVYRA_Rr-0fMKgJ5xaRkGoBSHY&sai=AMfl-YSwIz8asoVJWlITkqByqmp4luvmfUNz1exj1-Sw0iz6sc8R9owKBwwd2WhuaCj82dhDGX9w4_Ux-_H2JckjrXdMW8ZyT3W4Y0ny5MiAOjDb30KOzeJ2rHKikNCt6w&sig=Cg0ArKJSzKkuYShc5aZF&fbs_aeid=[gw_fbsaeid]&adurl=https://www.amd.com/en/processors/epyc-google-cloud%3Futm_source%3DFinancialExpress%26utm_medium%3DDisplay%26utm_campaign%3DQ3-2022-Cloud-Narrative-India%26utm_term%3DWebsiteTraffic%26utm_content%3DGoogleCloud&nm=1
https://surveyshunter.com/in/?utm_source=taboola&utm_medium=referral&site=indianexpress-financialexpress&site_domain=financialexpress.com&title=Indians+aged+50+to+80+can+get+this+financial+benefit+this+month.&thumbnail=https%3A%2F%2F1-my.s3.ap-south-1.amazonaws.com%2FIND-6.jpg&timestamp=2022-09-14+05%3A22%3A06&campaign_item_id=3534154730&tblci=GiB2oSg56GVv_zPtna_chCw9OKfdXZ_eBI38XqR0J9j1aCDPx1Ao_NKw4sSj7u9U#tblciGiB2oSg56GVv_zPtna_chCw9OKfdXZ_eBI38XqR0J9j1aCDPx1Ao_NKw4sSj7u9U
https://popup.taboola.com/en/?template=colorbox&utm_source=indianexpress-financialexpress&utm_medium=referral&utm_content=thumbs-feed-01:below%20article%20|%20Card%201:

